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EDITOR'S LETTER

Window
for Change

IT HAS BEEN SAID that there are decades where nothing happens, and there
are weeks where decades happen. This could not be more apt today. The
pandemic—which has disrupted the world in profound ways—has prompted
countries to roll out significant policy changes that might otherwise have
taken years. It has also sped the arrival of technologies and new ways of
working and learning, moving us almost overnight into a new era.

For many professionals, working from home has become easier. Yet for
many others— particularly workers in hospitality and tourism, delivery,
retail, and basic care—deep economic scars are already forming. Among
them: lost jobs, a widening skills gap, increasing inequality, and a toll on
mental health. Women, youth, and the less skilled are disproportionately
affected—and could face the beginning of many lost years. Those unlucky
enough to start careers in a recession may experience lower earnings for 10
to 15 years after graduation, or longer.

This issue, produced in partnership with the World Economic Forum, looks
at the future of jobs and economic opportunity. It explores what can be done
to shape a better tomorrow—one that puts people at the center of policy.

Reforms must focus on creating higher-quality jobs for more people in
more places, says Martin Sandbu. The IMF’s Kristalina Georgieva highlights
the importance of investing in women and young people and enhancing
education and training to open up opportunities. Heather Boushey and
Lawrence Mishel argue for policies that strengthen worker power. Other
contributors urge improved social protection and social insurance, especially
for gig and informal workers; increased health care and childcare support;
better designed progressive taxation to address income inequality; and
greater investment in digital access and green technologies.

In the deepest crises are born great opportunities. This is such a moment—a
window for radical change, not to be squandered. In weeks to come, decades
can happen. [

GITA BHATT, editor-in-chief

Ty

i

ON THE COVER

We cannot, and should not, go back to the economy of yesterday, our December
2020 issue cautions. lllustrator Davide Bonazzi’s cover imagines the greener,
LR Al fairer, technologically smarter world that could emerge from the current crisis, if
we play our cards right.
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The
ost-Pandemic

ew World

Policymakers’ choices during this disruption could
shape their economies for decades to come

Martin Sandbu

he pandemic struck a global economy
that already was profoundly unsus-
tainable—socially, environmentally,
even intellectually.

Opver the past four decades almost all advanced
economies have become more polarized, with
increasingly unequal income distributions.
Developing economies lifted billions of
people out of poverty, but in the process
they, too, created their own rising inequalities
and social tensions.

The global economy’s lopsided growth
has brought us to the edge of catastrophic
climate change.

And political upheavals in one country after
another meant the world could not expect to
go on as before. This pressure for change was
reflected in economic policy thinking that
was rapidly challenging old orthodoxies about
public spending, central banking, and govern-
ment intervention in the economy.

Then the coronavirus brought the most
dramatic societal disruption and economic
collapse in peacetime memory. Greater policy
shifts took place in days or weeks than the most
ambitious politicians could have dreamed of
achieving in a lifetime. The enormity of the
crisis made unintended radicals out of many
political leaders as they intervened drastically
in economic activity and took the risks of both
workers and businesses onto the state’s shoul-
ders on a massive scale.

We are now far enough past the initial
onslaught to lift our gaze to the future, even
if the pandemic’s course remains uncertain. It
is time to consider how current policy choices
will—and how they should—shape the long-
term path for the world’s economies. This
year’s transformation of both the economic and
political landscapes—what economic risks and
rewards we can realistically foresee and what is
newly considered politically possible—means



that things will never be the same. But how they
will change is wide open, and policy choices made
over the next few years will make a big difference
to whether the post-COVID world favors broadly
shared prosperity more than the status quo ante.

Sharpened societal contradictions
The fundamental economic fact about the pandemic
is that it intensified existing societal fault lines.
The preexisting policy debates about them have
intensified too.

Concerns about rising inequality have been given
new fuel because lockdowns entailed much greater
hardship for people in jobs that could not be done
from home. White-collar jobs, especially knowl-
edge-intensive ones, already were increasingly well
rewarded relative to manual jobs—in terms of pay,
but also job security and predictability. Workers in
most manual service jobs—hospitality and tourism,
delivery, retail, and basic care—had long been getting
a rougher deal, which worsened in the pandemic.
Because they require physical proximity, these are the
jobs most exposed to either lockdowns (when judged
nonessential) or contagion (when essential). Women
and the young are hit particularly hard because they
are overrepresented in many of these sectors, as docu-
mented in the IMF’s latest World Economic Outlook.

A second, related economic impact of the pan-
demic is an accentuation of the policy challenge from
gig work and other irregular labor. It was already
clear that in rich countries, nonconventional forms
of employment and contracting were fitting ever
less well with established welfare states. Informality
continues to be an obstacle to developing safety nets
in poorer countries (see Back to Basics in this issue
of F&D). The lockdowns demonstrated the short-
comings of even well-developed state bureaucracies
in reaching workers outside regular jobs. Politics and
legislation often progressed at lightning speed to
establish income-support programs, but the support
sometimes failed to reach its target because govern-
ments could not identify the workers most in need.

Large, informal labor markets have long been
a feature of poor economies. But the growth of a
“precariat” of service workers—those with insecure
employment and income and ill served by public
services—is a principal reason why shockingly
many people in the world’s richest countries have
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exceedingly thin financial buffers. Workers in
sectors relying on low-paid and precarious work, hit
disproportionately hard by the pandemic, were also
less equipped to absorb such a shock to begin with.

Moreover, even unprecedented government steps
to protect incomes have generally been insufficient
to offset the disproportionate damage to those
already worse off. As a result, the pandemic is
likely not only to have reinforced chronic eco-
nomic polarization, but to have intensified public
awareness of it as a problem.

The economic fallout from the pandemic interacts
with the underlying pressures of inequality in a third,
less obvious, way. The sudden shift to remote working
amounts to a steep change in business use of digital
technology that is bound to affect production patterns
and the distribution of economic surplus. While these
effects may be hard to foresee, it is plausible that they
could increase the productivity of those who already
have the most “modern” jobs, intensive in cognitive
skills and suitable for remote working. That could
exacerbate the bifurcation of good and bad jobs.

‘The pandemic also played into political rifts over
economic geography. Most obviously, it raised new
questions over globalization—how interconnected
countries can cope with contagion that spreads
with travelers; with production disruptions from
lockdowns in a global supply-chain manufacturing
hub, as in Wuhan in January 2020; and with a
sudden scramble for imported medical equipment.

Less obvious are the pandemic’s geographic
effects within countries. Regional inequality has
been one of the most toxic forms of economic
polarization: starting about 1980, the post—World
War II process of regional catch-up stagnated or
even reversed as industrial jobs across national
territories gave way to a concentration of knowl-
edge services in their biggest cities. Now, while
COVID-19 has spread in leading and declining
cities alike, the economic disruption has tempo-
rarily changed how and where white-collar work
is carried out—and could potentially be used by
policymakers to alter permanently the geographic
distribution of prosperity.

What is to be done?

For all these reasons, the pandemic is forcing pol-
icymakers to confront problems neglected for too



long. But if things cannot go on as they were,
the question remains, What policies should be
implemented to change them and with what goals
in mind? This is no easy question. The problems
highlighted by the coronavirus crisis have defeated
well-meaning attempts at improvement before.

But two things seem clear. The first is that the
nature and quality of work are central, and any
reform program must focus on creating high-
er-quality jobs for more people in more places. The
second is that it must be big in scope and scale—
something with ambition and motivational power
comparable to the New Deal or the Marshall Plan.

Work must be central because it is where many
of the chronic and pandemic-related economic
challenges intersect: inequality, precarity, and
the new informality; geographic disparity; and
technological change. A much greater availability
of high-quality jobs is also the main common
yardstick to measure the success or otherwise of a
comprehensive range of policies.

What these policies should be s, of course, the
big question, and one that ought to be democrat-
ically anchored. In my recent book 7he Economics
of Belonging, 1 argue for a program that
o Embraces productivity growth and the technological

upgrade of jobs by demanding more from employers.
It is when unproductive jobs give way to more
productive ones that work becomes safer, more
pleasant, and better paid. In the European Nordic
economies, wage egalitarianism has spurred pro-
ductivity growth by making low-productivity
labor uneconomical and incentivizing investment
in productivity-enhancing capital. This approach
can be adopted elsewhere to combat chronic low-
paid, low-productivity work in lightly and rigidly
regulated labor markets alike (both the United
Kingdom and France have their precariats, for
example) and to direct the reallocation about
to take place as COVID-19 makes some activi-
ties unviable. Concretely, this means ambitious
minimum wage increases and strong and strictly
enforced workplace standards.

* Produces a high-pressure economy with strong
demand growth to give productive firms reason
to expand and ensure new jobs appear as bad
jobs disappear. High demand pressure is neces-
sary to benefit those on the margins of the labor

FUTURE OF JOBS AND OPPORTUNITY

market—the young, ill-educated, and minori-
ties—who tend to be fired first in a recession and
hired last in an upturn. Concretely, this means
running macroeconomic policy “hot,” calibrating
monetary and fiscal policies to keep demand
always slightly ahead of the economy’s capacity,
to encourage companies to pull more people into
the labor force and seek productivity-enhancing
improvements. This is admittedly more easily
done in large, rich economies, especially reserve
currency issuers—which also puts the onus on
their policymakers to lead global demand growth.

Lowers the cost of leaving a bad job and finding
a better one. This requires a panoply of policies,
including greater spending on skills, well-
resourced active labor market policies, and social
security reform to untie benefits from jobs.
Changing jobs and upgrading skills are costly
for workers, and are not undertaken if people have
low buffers to live on between jobs. Direct and
unconditional payments, including a basic income
or negative income tax to avoid low-income traps
in the benefit system, are ultimately the only
way to overcome these obstacles. They are also
the most effective and quickest way to improve
living conditions for the worst off, especially when
more targeted approaches are unable in practice
to reach those most in need.

Reforms tax systems to encourage high-quality work.
This means shifting taxes away from labor to
encourage job-switching and hiring. The tax
revenue loss must be made up elsewhere. This
requires that a greater tax burden fall on capital,
ideally through a net wealth tax, which is more
productivity-friendly than other capital taxes.
In addition, carbon taxes should be signifi-
cantly increased to reallocate labor and capital

December 2020 | FINANCE & DEVELOPMENT 7



in a green direction. The proceeds should be
redistributed as a “carbon fee and dividend” or
“carbon checks.” Finally, international corporate
taxation must be fixed to level the competitive
playing field between multinational and locally
employing firms, and to allow governments more
room for maneuver in taxing capital.

* Reforms financial systems and tax rules to be less
favorable to debt and more favorable to equi-
ty-type funding, which is both more conducive
to productivity growth and restores an appropri-
ate balance of risk between workers and investors.
Governments should convert COVID-related
rescue loans to companies that struggle to repay
into tradable equity stakes.

o Incentivizes a broader geographic spread of the highest-
value-added jobs. The goal of policy should be to
make more places host a critical mass of high-
paying jobs. This is easier said than done, but at
a minimum requires greater investment in trans-
port and IT connectivity, local infrastructure,
and amenities to make places attractive to live in,
and policies to make financing available for new
ventures in declining areas. The change to remote
working provides a promising opportunity to use
tax or regulatory incentives to shift good jobs from
large central cities to more remote locations.

Reinterpreting the world
All of this may seem a tall order. The devil will be
in the details: implementing large-scale reforms
depends on solving myriad trade-offs and logistical
difficulties at the micro level. But the challenge our
economies face is so big that incremental policies are
unlikely to achieve much—and are easy for vested
interests to defeat. So any program with a hope
of success must be of great scale and broad scope.
Given that enormous policy changes have already
happened, that no longer seems unrealistic.

The old macroeconomic rules have been thrown
out. Politicians who not long ago intoned about fiscal
responsibility preside over record-breaking deficits,
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actively choosing to open the budgetary floodgates
to sustain people’s incomes and companies’ liquidity.

The structure of public spending has also under-
gone a big shift, especially in countries with Spartan
welfare states to begin with. The United Kingdom, in
a matter of months, designed a European-style wage
subsidy from scratch. The United States allowed
people to lose their jobs, but sharply boosted unem-
ployment benefits. And every advanced economy has
put in place extraordinarily generous loan programs
for businesses, in some cases taking all credit risk
off banks’ hands. In many countries, the state is
back in a big way, and this shift is qualitative as
well as quantitative: governments are taking on risks
previously borne by the private sector.

Some of these policy shifts are unprecedented.
Others are an acceleration of preexisting
trends. A reset of several fundamental prem-
ises for central bank policymaking had already
emerged from the sluggish recovery after the
global financial crisis. Central banks largely, if
grudgingly, accepted mounting evidence that
low interest rates are here to stay. The Federal
Reserve, in particular, has embraced a greater
tolerance for “running the economy hot,” no
longer worrying that inflation might threaten as
soon as unemployment comes down. Both shifts
in thinking have helped central banks act early
and comprehensively to sustain demand, cheap
funding, and financial market functioning in
the pandemic—a dovish shift in central bank
thinking that is likely to continue.

Then there is the significant change in technol-
ogy used by companies, which suggests that new
remote work practices are here to stay. Surveys
suggest that many companies plan to retain at
least some work-from-home practices even after
the pandemic. In any case, the technological and
organizational know-how employers have had no
choice but to accumulate at breakneck speed this
year cannot be unlearned. It almost certainly will
create permanent change in how people work.



And this holds not just for employers, but for
consumption patterns. The pickup in online retail
and substitution of online connectivity for physical
travel are unlikely ever to be fully reversed, even if
avaccine eliminates the virus. A dramatic restruc-
turing of the economy is underway.

These changes are easier to respond to in richer
than in poorer economies. But there are opportu-
nities even for lower-income economies. If nothing
else, policy revolutions in rich countries will be a
learning experience for the world and ought to
affect the policy conditions attached to financial
aid and debt relief for the poorest economies. And
some developments provide direct opportunities
for emerging economies: the embrace of remote
working improves the prospect of attracting out-
sourced high-value-added service jobs.

Revolutionary questions

Ordinarily, policymakers can at most hope to

tweak their governing systems. Mostly their job is

to keep things running. At rare moments, however,
leaders’ decisions help reset the course of their
societies for a long time. This is such a moment.
Leaders now face three big questions about how
they envisage their countries’ economic future.

o 'The first is: reallocation or restoration? National
economies have been knocked out of joint,
leaving companies and workers uncertain about
the future—whether a job viable before the pan-
demic will be again, whether a line of business
is worth investing in or should be wound down.
The nudge—or not—of policy can make a big
difference to whether capital and labor shift into
new activities or the allocation of economies’
resources retains its precrisis pattern. Even if
COVID-19 makes some activities permanently
less profitable, reallocation may not happen—or
not to the necessary extent—without policies to
promote it, because of the risk and uncertainty
involved. Even if the existing economic model
is broken, a new one will not build itself.

* The second, more stirring, question is, “build-
ing back better or back to business?” There is a
big difference between using the disruption
to build something different and wishing to
get things back on track as fast as possible.
These two orientations lead to different policy

FUTURE OF JOBS AND OPPORTUNITY

considerations—roughly, whether to keep
resource reallocation to the minimum necessi-
tated by the pandemic or use the disruption to
reengineer the economy more fundamentally.
Building back better will demand more of busi-
nesses and people—for example, by doubling
down on climate change goals or raising pay
and work standards, using the dislocation to
move to a different path. The alternative “back to
business” approach will aim to make as minimal,
quick, and painless as possible any adjustment
economic agents have to undertake.

* 'The final question is whether states are ready to
once again embrace planning—using intervention
to consciously shape the economy over time.
Having a policy goal of sectoral reallocation, or
regional convergence, or “building back better”
presupposes some confidence in the ability of
the state to coordinate and steer private sector
behavior and a willingness to establish a desired
destination. The loss of both confidence and will
caused planning to fall out of fashion in the 1980s.
As a result most governments today are neither
used to strategic planning nor all that good at it.

Yet there are signs that planning is back.
Climate change, geopolitical upheavals, rapid
technological transformations, and now the pan-
demic have increased pressure on politicians to
lead their economies to a better place, rather than
simply freeing the animal spirits of the private
sector. Even before COVID-19, economics and
economic policy advice were becoming increas-
ingly sympathetic to more active intervention
to make economies work better.

Most leaders vow to “build back better” and
to oversee a reallocation of resources to more
COVID-safe, greener, and more productive activ-
ities. At least implicitly this entails a commitment
to a more active and strategic state role in the
economy than most have engaged in recently.
Whether many states have the capability, or their
leaders the temperament, to govern the economy
more actively and more strategically than before,
we are about to find out.

MARTIN SANDBU is the Financial Times' European economics
commentator and author of The Economics of Belonging.
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Investing in policies for people will help shape
a better economy for the postcrisis world

Kristalina Georgieva

AS THE PANDEMIC RESURGES across many nations,
it is only natural to wish for a swift return to a
pre-pandemic world. If only we could quickly lift
the clouds of uncertainty, frustration, and despair.
The virus has taken more than a million lives,
and hundreds of millions more have been altered
forever by rising poverty, massive job losses, and
interruptions to education. We now face the risk of
alost generation, especially in the developing world.
But we cannot—and should not—go back to the
economy of yesterday, with its slow growth, low
productivity, high inequality, and worsening climate
crisis. We must look ahead to a future where we do
things differently. There are two massive, urgent tasks:
to fight the worst economic crisis since the Great
Depression and to start building forward toward a
greener, more inclusive, and more dynamic world.
We can draw inspiration from those who have
made a difference during the pandemic. This
includes health care workers, delivery drivers, and

10 FINANCE & DEVELOPMENT | December 2020

STRAIGHT TALK

janitorial workers—many of whom have difficulty
making ends meet despite their hard work and the
risks they are taking for others.

To help these workers and all their people, gov-
ernments have provided about $12 trillion in fiscal
lifelines to households and firms. Extraordinary
monetary policy actions have maintained the flow
of credit, helping millions of firms stay in business.
This is a foundation for progress, but even greater
challenges may lie ahead.

A major aim is to create a better economy for
everyone. Let me highlight some key priorities to
help get us there: invest in women and young
people and in education and skills programs that
will open opportunities and boost productivity. I
call these “policies for people.”

Empower women

The crisis has been exceptionally difficult for women:
their jobs are more concentrated in hard-hit or risky
sectors, and experience shows that gitls in developing
economies are less likely to return to school after a
pandemic. Women are also more likely to work in
the informal economy, so government support may
not reach them. And during this crisis, women are
doing 15 more hours a week of unpaid housework
than men in several advanced economies.

In other words, decades of progress toward
gender equality are now at risk. This requires a
powerful response, based on well-designed policies
and robust data. For example, putting increased
childcare support into budgets gives more women
the chance to work. A push for financial inclusion
would help women better manage shocks and take
advantage of opportunities for entrepreneurship.

The IMF supports our member countries in
implementing gender-responsive fiscal policies
that work, including gender budgeting. Think
of legal mandates for equal pay, collaboration
with civil society, and putting finance ministries
in the lead on this vital issue, as Canada has
done. Our research shows that accelerating gender
equality can be a global game changer. For the
most unequal countries, closing the gender gap
could increase GDP by an average of 35 percent.

Invest in young people

Several of the challenges facing women, such as
building skills and gaining formal employment, affect
young people more broadly. Younger workers and
those without a university education are significantly



less likely to be in jobs where remote work is an
option, so they are at greater risk of unemployment.
Meanwhile, the crisis has disrupted the education of
over 1 billion students, which could severely affect
their lifetime income and living standards.

The IMF and World Bank recently took an
in-depth look at how the crisis is harming access to
opportunity and highlighted policies that can help.
In many countries, for example, the design of labor
market regulations can be improved by protecting
workers through stronger social safety nets rather
than trying to protect specific jobs that may go away.

Countries can pursue policies to improve edu-
cational attainment, such as Brazil’s Bolsa Familia
program, which provides cash benefits to families
whose children attend school.

Making it easier and cheaper to start a business,
as Jordan is doing, is especially helpful to young
people, as are well-designed programs to provide
job training and assist young people in searching
for jobs. In many countries, there is also room
for private sector wage subsidies that incentivize
employers to hire and train unemployed youth.

Provide access to opportunity
People-focused policies can boost productivity,
especially if investments enhance the abilities of
workers in informal and low-skill jobs. These workers
already face lower wages, less job security, and little
capacity to save for a rainy day. When the pandemic
hit, most could not work remotely and were coping
with weak safety nets, crowded housing conditions,
and limited access to good health care.

As with other vulnerable groups, if each country
invests in realizing the full potential of these
workers, the entire society will benefit. There is
huge scope for retraining and re-skilling, especially
for the work we must do to save our planet. Think
of reforestation and conservation and making
buildings more energy efficient.

Or think of increasing access to the internet
and financial services. About 1.7 billion adults
are still unbanked, and roughly twice as many
are not online. Fixing this requires the physical
infrastructure of towers and fiber-optic networks,
as well as privacy and consumer protection laws.

Financial inclusion also requires government
action to improve financial literacy, remove legal
barriers to property ownership, and provide proof
of identity—so that people can open bank accounts
and access digital financial services.

FUTURE OF JOBS AND OPPORTUNITY

How to afford it

We know what is required, but how do we pay for i?
Improving the efficiency of spending can yield
better outcomes for people even without expanding
existing budget envelopes.

Despite significant challenges, Liberia, Malawi,
Nepal, and the Solomon Islands achieved sizable
increases in tax revenues over a recent decade—
between 7 and 20 percentage points of GDP.
Closing loopholes and boosting the efficiency
of tax systems offer opportunities for progress
in many countries.

We must look ahead to a future where we

do things differently.

For low-income developing countries, grants
and concessional lending will remain essential
to supporting investments to enhance people’s
skills and boost productivity. For countries with
moderate debt levels, borrowing may be an option,
especially if they can take advantage of relatively
cheap funding conditions. Egypt has recently com-
pleted two bond issuances totaling $5.8 billion,
$750 million of which was for a green bond—the
first in the Middle East—focusing on antipollution
and renewable energy projects.

The IMF is focused on working with our
members to help them develop and afford poli-
cies for people. Our economic advice and capacity
building support increased and improved social
spending, domestic revenue mobilization, and
more efficient and progressive taxation.

We have also provided financing at unprece-
dented speed and scale: more than $100 billion
to 81 countries, including 48 low-income nations.
And we are considering options to further adapt
our lending toolkit so that we can continue to serve
our membership in the period ahead.

As the global economy embarks on its long
ascent from the depths of the crisis, one thing
is clear: we will not go back to where we were.
If we are to overcome the crisis and shape the
recovery, we must move forward with a renewed
sense of purpose and solidaritcy—with a// people.
Together, we can achieve a more prosperous and
more resilient world. [

KRISTALINA GEORGIEVA is managing director of the IMF.
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Online job posting analysis shows the extent of the
pandemic's damage, especially to women and youth

Wenjie Chen
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igh-frequency data are critical when

it comes to tracking the rapid eco-

nomic destruction and disruption

wrought by the COVID-19 pan-

demic. This information has also
helped confirm, nearly in real time, the unequal
impact of the crisis on particular populations,
especially women.

Weekly and sometimes daily snapshots of
human behavior—restaurant reservations,
pedestrian traffic, mobile phone data, airport
checkpoint volume, retail activity, and even
nighttime images of Earth from space—are
now closely scrutinized. Embedded within
these high-frequency data are clues that may
paint a picture of the impact of the crisis on
the outlook for women, young people, and
minorities and possibly foretell changes for
years to come. The use of real-time data for
decision-making was growing rapidly even
before the pandemic, mostly because of prog-
ress in digitalization and the emergence of big
data. The COVID-19 pandemic, however, has
brought its usefulness into sharp relief.

The pandemic decimated the labor market
at record speed. Official data reported on a
quarterly or even monthly basis have struggled
to keep pace with a wave of unemployment
unseen since the Great Depression. Labor
market data produced during the current
crisis can paint a confusing picture of the
job market, as compilers of official data have
struggled to account for furlough programs
and part-time jobs and have thus dissemi-
nated the data with cautions about high levels
of uncertainty.

Our new study uses real-time data supplied
by Indeed, one of the major providers of world-
wide employment-related search engines for job
listings. This gives us one-of-a-kind insight into
the behavior of virtually all employers that post
online job advertisements. The main advan-
tage of Indeed’s online job posting data is that
the information is close to real-time data and
offers complete coverage of online job postings,
whereas government survey data are limited to
the employers surveyed. This real-time view of
labor demand provides analytical backing for
something that has become increasingly evident
as the year has progressed: demand for jobs for
women has fallen disproportionately more than

for men, and low-skilled workers are likely to

fall further behind.

As workplaces shut down, the trend in newly
posted job vacancies (online posts seven days
old or less) plunged by about 50 percent on
average across the sample countries beginning
in April, compared with the same period in
2019 (see Chart 1). Since then, job vacancies
have shown a gradual recovery, but online
job posting trends are still significantly down
overall compared with previous years despite
the reopening of many sectors within the
sample countries. Low job postings translate
into low labor demand, meaning that it is
harder for people to find work. This is usually
a bad sign for the economy’s health, especially
in an environment where businesses lay off
more workers and many governments’ wage
and income support has been tapering off.
The Indeed data, which look at online job
postings mainly in advanced economies,
show that deterioration in job postings is
broad-based. Jobs that can be done from
home have been affected as much as jobs
less suitable for at-home performance. As
the economy has reopened over time, the
demand for jobs less easily performed from
home has increased more than for work-
from-home jobs, likely as a result of the
elimination of stay-at-home orders.
However, certain groups have been hit harder
than others. Unlike during the 2008—09
global financial crisis, when most of the jobs
lost were held by men, the current crisis has
fallen harder on women. For instance, at the
beginning of June, online postings for jobs
with more female representation were about 40
percent below the trend in postings last June
(see Chart 2). For jobs held more by men, the
trend in postings was down about 35 percent
from last year. This divergence has remained
even during the recovery phase. This result
corroborates many findings on the dispropor-
tionate hardships on women during the current
crisis that are affecting them not only in terms
of employment but also in terms of an increased
burden at home. On the job front, women tend
to be overrepresented in jobs such as hospitality,
childcare, and restaurants and entertainment,
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Chart1

Fewer jobs to go around

Trends in job postings in 2020 saw a sharp drop of 50 percent on average in
certain countries in the early weeks of the COVID-19 pandemic and remain
significantly lower than in previous years.

(7-day moving average of total number of new job postings, indexed to Feb. 1)
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Sources: Indeed; and author's calculations.

Note: The chart reports binned scatter plots showing the evolution over time of the
seven-day moving average of new job postings in various years. New job postings are
those that have been on Indeed for seven days or less. The vertical line indicates the
World Health Organization's declaration of COVID-19 as a pandemic. Countries
included are ARE, AUS, AUT, BEL, BRA, CAN, CHE, DEU, ESP, FRA, GBR, HKG, IRL, ITA, JPN,
MEX, NLD, NZL, POL, SGP, SWE, and USA. Country abbreviations are International
Organization for Standardization (ISO) country codes.

Chart2

Gender gap

Postings for jobs with higher female representation dropped at a higher rate
during the COVID-19 pandemic.

(2020 vs 2019; gap in trend, percent, indexed to Feb. 1)
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Sources: Indeed; International Labour Organization (ILO); and author's calculations.
Note: The chart reports binned scatter plots showing the evolution in the gap in trends
(2020 vs 2019) over time of the seven-day moving average of job postings by female
representation using ILO sector classifications. The vertical line indicates the World Health
Organization's declaration of COVID-19 as a pandemic. Countries included are ARE, AUS,
AUT, BEL, BRA, CAN, CHE, DEU, ESP, FRA, GBR, HKG, IRL, ITA, JPN, MEX, NLD, NZL, POL, SGP,
SWE, and USA. Country abbreviations are International Organization for Standardization
(ISO) country codes.
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which were hit the hardest at the outset of the pan-
demic because of their high person-to-person contact.
Women are also being hit hard by the closing of
schools and daycare facilities, which has kept children
at home. Moreover, women are more likely to drop
out of the labor force or cut their hours, which hurts
their job prospects. These trends will likely have
negative consequences for gender pay gaps, which
were shrinking in the years before the onset of the
pandemic but are likely to widen now.

Similarly, demand for lower-skill jobs has also
declined more than for higher-skill jobs. Many
of the occupations that involve direct person-to-
person contact tend to employ lower-skilled
workers. Job postings in the top skill tier have so
far held up notably better, although they also fell
by more than a third compared with the previous
year (see Chart 3). In other words, opportunities
for job seckers who typically would apply for
lower-skill jobs have shrunk more than for those
likely to apply for high-skill jobs. Since lower-skill
jobs are generally associated with lower pay, these
trends are especially harmful for low-income
groups with few job qualifications. In countries
where government support is running out, these
people are less likely to have savings that could
tide them over until they get a new job, which
looks to be much harder in the current economy.

The real-time data also offer evidence that more
economic support from the government correlates
with a smaller decline in online job postings during
the initial rounds of lockdown measures. Countries
reacted with strong discretionary fiscal and monetary
measures to counteract the negative repercussions
of the pandemic. Economic support included fiscal
stimulus spending such as income support for those
without jobs, business relief—some explicitly mandating
the preservation of employee relationships—and debt
relief for households. Bearing in mind that countries
differ in their underlying economic starting points prior
to the crisis, which could affect the outcome of their
policies during the pandemic, the gap in job posting
trends compared with the previous year is smaller in
countries with relatively more economic support from the
government. This pattern also holds when controlling for
countries GDP per capita, the number of infections and
deaths from COVID-19, and the share of the population
that is elderly. In countries with more fiscal stimulus,
including grants and loans to businesses, it is likely that



such stimulus is contributing to slower declines in job
vacancies. As government support starts to fade and
economies reopen, however, it remains to be seen how
those supported businesses fare in a subdued economy.

Our findings show the value of real-time data
during a rapidly unfolding crisis. Such data
have been useful in confirming the pandemic’s
effect on widening disparities among women and
men, rich and poor. But how can real-time data
be harnessed to inform policies going forward?
If anything, it gives us a glimpse of what may
come in the future and how to target support
in the present.

Unsurprisingly, the biggest hits were in sectors
that were mostly or completely shut down, such
as hospitality, restaurants, tourism, and personal
services. As a result of this falloff, these sectors’
shares of overall job postings were down substan-
tially. Conversely, job postings in health care,
social services, and education have been rising as
shares of total postings. The question is whether
these trends will continue. The answer will depend
on the evolution of the pandemic and the path of
economic recovery.

Although coverage of Indeed data is centered
mainly on advanced economies, job posting
data patterns for Brazil, Mexico, Poland, and
the United Arab Emirates also show stark declines
in labor demand during the pandemic. Because
emerging market and developing economies have
large informal sectors, declines in online job post-
ings, which capture mostly formal employment,
may not reflect the full extent of the damage on
labor outcomes. Women in emerging market
and developing economies are also likely to bear
a disproportionately larger burden than men,
and the effects of temporary school closings on
women’s education could have detrimental long-
term consequences. As in advanced economies,
the priority in emerging market and developing
economies is to contain the pandemic while cush-
ioning income losses for people and firms. In the
long term, policies for developing and emerging
market economies need to address the setback
in human capital accumulation and increase in
inequality and tackle informality while promoting
formal employment.

If these changes are permanent, the real-time
data are a harbinger of substantial labor reallocation

FUTURE OF JOBS AND OPPORT

Chart3
Skills gap
Job postings for lower-skilled workers fell at a sharper rate than those for

high-skilled workers.
(2020 vs 2019; gap in trend, percent, indexed to Feb. 1)

— High-skilled

= Medium-skilled

«~—— March 11, 2020

Date

Sources: Indeed; International Labour Organization (ILO); and author's calculations.

classi cations. The vertical line indicates the World Health Organization's declaration of

are International Organization for Standardization (ISO) country codes.

that could be painful for many workers, especially
those whose skill sets are for sectors less in demand )
and who are harder to retrain. The uncertainty
only reinforces the need for more support and
protections for the vulnerable. To address especially
hard-hit groups such as female and lower-skilled
workers, policies should include incentives for
balancing work and family care responsibilities;
better access to health care, childcare, and family
planning; and expanded support for small busi-
nesses and the self-employed. Programs offering
worker (re)training and hiring subsidies targeted
at workers who face greater risk of long-term
unemployment should be explored.

These data are only the tip of the iceberg as the
world comes to grips with the pandemic’s societal
impacts. What they have made clear is a widening
gap between genders and classes. They also reaffirm
the value of policies such as investing in education
and infrastructure, subsidizing childcare, and offer-
ing paid parental leave. These policies are not only
crucial to lifting constraints on women’s economic
empowerment, they are necessary to promote an
inclusive post—COVID-19 recovery. [

WENJIE CHEN is a senior economist in the IMF’s Asia and
Pacific Department.
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Youth who graduate in a crisis will be profoundly
affected and may never fully recover
Hannes Schwandt and Till von Wachter

or the millions of the world’s young people who

will survive the pandemic, there’s still truly dif-

ficult news ahead. Not only will the COVID-19

recession give new entrants to the job market a
rocky start to their careers, it will also put them at
risk to make less money for decades, commit more
crimes, have less satisfying family lives, and maybe
even die earlier than luckier job seekers.

That’s the bleak conclusion emerging from an
expanding arena of research into the long-term effects
of entering the job market in a recession. Researchers
crunching decades of data on previous recessions have
obtained a range of sobering findings for the United
States. An increasing number of studies find similar
results in Canada, Germany, the United Kingdom,
Austria, Spain, Belgium, Norway, and Japan.

The plight of new high school and college
graduates is starting to draw media attention.
Tessa Filipczyk, a 22-year-old June graduate in
marine and coastal science from the University
of California, Davis, told Bloomberg News that
she applied for jobs related to ocean conservation,
marine plant research, and climate change advo-
cacy. She planned to work for a year before starting
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graduate school. No job offers materialized, and
she’s living with her parents.

“That all just got swept under the rug by
COVID,” she said.

Jayden, a 17-year-old who was interviewed by
the Atlantic, was hoping before the pandemic to
learn to become a mechanic after finishing high
school in eastern Missouri. She hoped to find a job
in an auto repair shop, but that plan evaporated,
leaving her working at a fast-food restaurant.

“I don’t want to work [in fast food] forever,” she
said, “but I also don’t want to quit there if I don’t
have a more career-based job.”

In recent work, we studied new labor market
entrants through booms and busts in the United
States over 40 years from 1976 through 2015. Our
work was partly inspired by our observations of friends
who completed degrees around the time of the Great
Recession. Even after several years, we noticed a signif-
icant difference in the job quality and job satisfaction
between those who entered the job market just before
the recession and those who did so as it unfolded.

Based on our findings, we approximate that the
roughly 6.8 million young US labor market entrants




looking for their first full-time job in 2020 might
give up about $400 billion in earnings over the first
10 years of their working lives. That projection is
based on a swift economic recovery in 2021. If the
pandemic-induced recession continues or deepens
next year, 2020 graduates might fall even further
behind, and an additional unlucky group of new
entrants would face the same dire outlook in 2021.

As the world races to develop an effective vaccine,
policymakers responding to the pandemic’s economic
crisis need to address this group’s predicament. In
the short term, responses could include job search
assistance, incentives for part-time work, and payroll
subsidies for newly hired workers. For the medium
term, welfare and support policies need to account
for lasting impacts, especially for the less educated.

And it’s important to inform young workers
about the negative long-term impacts they face
and their causes. Knowing that their challenges
probably don’t reflect a lack of skills or personal
failure can motivate those in less productive jobs
to keep seeking opportunities and move to better
jobs as the economy recovers.

Economists’ understanding of the long-term
damage from starting a career in the face of a
recession has deepened in the years since the Great
Recession more than a decade ago. Traditionally,
economists thought of economic booms and busts
as temporary phenomena. But studies of large
cross-sectional and longitudinal data sets around
the world find persistent effects of downturns for
those who enter the job market during a recession.
Such long-term impacts have been found for MBA
graduates, PhD economists, college graduates in
general, and really for most groups across the demo-
graphic and educational spectrum in the United
States and in other countries studied.

Those unlucky enough to start careers in a reces-
sion have been found to experience lower earnings
for 10 to 15 years after graduation, or longer. Less
educated and non-White workers experience pro-
longed episodes of unemployment and temporary
increases in poverty. More highly educated workers
take jobs with lower-paying employers and partially
recover by switching to better employers. Studies
have also found that those in this group are more
likely to have lower self-esteem, commit more
crimes, and distrust government.

We find qualitatively similar patterns for men
and women, for Whites and non-Whites, and
for high school dropouts, high school graduates,

and college graduates (see chart). However, more
vulnerable labor market entrants tend to suffer
larger effects. For example, while those with college
degrees suffer an initial earnings loss of about
6 percent when entering the labor market in a mod-
erate recession, high school dropouts experience
an earnings reduction of as much as 15 percent.
But the effects of starting a career in a recession
are not limited to earnings, wages, or job quality.
Researchers have documented a broad range of
other economic, social, and even health outcomes.
These are likely to feed back into a worker’s pro-
ductivity, reinforcing the initial earnings impacts.
Lower earnings for individuals translate into
lower family incomes, lower rates of home own-
ership, and—for lower-skilled entrants—higher
poverty rates. This is also reflected in mating pat-
terns: recession job entrants are more likely to end
up in the arms of a spouse experiencing a similar
recession-induced earnings reduction.

RECESSION JOB ENTRANTS REPORT
LOWER SELF-ESTEEM ARE MORE LIKELY
10 DRINK TOEXCESS, AND AAVE HIGHER

UBCSITY RATES

Social safety net programs such as the
Supplemental Nutrition Assistance Program and
Medicaid seem to buffer at least some of these
adverse impacts. Yet researchers have found that
recession job entrants report lower self-esteem,
are more likely to drink to excess, and have higher
obesity rates. If these social and health effects feed
back into worker productivity, impacts on economic
outcomes might also reappear in the longer term.

We dug into data from the US government’s
Vital Statistics System, Current Population Survey,
American Community Survey, and Decennial Census
going back to the 1970s. We find that the negative
earnings effects from entering the labor market never
fully disappear. For a middle-aged worker, these losses
settle at about a 1 percent earnings decline for every
percentage point increase in the unemployment rate
when they start working. With the unemployment
rate in mid-2020 at about 10.5 percent, or 7 percent-
age points higher than in the months preceding the
crisis, this suggests that by the time today’s young
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Dismal decade and a half

The long-term hit to income for those starting work in a recession applies to men and women, Whites and non-Whites, and all levels of education.

Gender
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workers reach the age of 40, they’ll be making 7
percent less every year than if they had entered the

job market last year.

Even more dramatically, we find that mortality
rates of recession entrants start to rise in their early
40s compared with those in luckier groups. A 3.9
percentage point increase in the unemployment rate
at job market entry—roughly the experience for 1982
recession entrants—decreases life expectancy by 5.9
to 8.9 months. For the class of 2020 entrants facing
almost twice the jobless rate, we estimate that life
expectancy will decline by 1 to 1.5 years.

While the average mortality impact is relatively
modest for a given individual, it can be economi-
cally significant in aggregate, especially during large
recessions such as the COVID-19 contraction. The
long-term effects on mortality are mainly driven by
disease-related causes—such as heart disease, liver
disease, and lung cancer—which can be linked to
unhealthy lifestyles and stress. There is also a smaller
impact on drug overdose deaths, but no midlife effect
on suicide, fatal accidents, or other external causes.

These negative long-term impacts on the health
of recession job market entrants come with further
adverse social and health outcomes. While members of
this group have been found to be more likely to marry
and have children at an early age, family outcomes
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are less favorable in the long term. By midlife, we
observe lower marriage rates, higher divorce rates,
and fewer children. Recession entrants further report
higher rates of work disability and Social Security
Disability Insurance, and they are more likely to be
married to a spouse who receives disability benefits.
Bottom line: Entering the labor market in a
recession is associated not only with significant
income losses in the short term, but also with broad
social and health consequences that persistently
hurt household finances, family formation, and
longevity. The evidence discussed here is from
industrialized countries, where the data required
to study long-term consequences of an unlucky
start are more readily available. Yet unlucky cohorts
might experience even larger or longer-lasting
penalties in lower- or middle-income countries,
where in addition young people are also at increased
risk of dropping out of school. Given the unprec-
edented magnitude of the COVID-19 economic
contraction, it is more important than ever to develop
policies and individual-level strategies to lessen the
lasting scars for these labor market entrants. [

HANNES SCHWANDT is an assistant professor of economics
at Northwestern University. TILL VON WACHTER is a profes-
sor of economics at the University of California, Los Angeles.



POINT OF VIEW

Distribution Matters

Economics can’t avoid distributional issues—it must make room
for insights from other disciplines

Binyamin Appelbaum

consequences, and shaping remedies. The past half
century has provided a mountain of data. And
in the past decade, particularly among younger
economists, there has been a clear surge of interest
and engagement.

Just as economists learned to incorporate the growth
of knowledge into their understanding of the world,
just as they have—for the most part—accepted the
need to wrestle with the imperfections of financial
markets, so too they now are grappling in earnest with
the complexities of distributional questions.

The field’s long-standing indifference
to the distribution of prosperity has come
at the particular expense of minorities.

PHOTO: DJENNO BACVIC

WE LIVEIN AN AGE of material abundance and social

disquietude. A quarter millennium of industrial
revolution has produced an awesome increase in
prosperity: almost 8 billion people and enough
wealth for every one of them to live lives of unprec-
edented comfort.

The problem, of course, is in the distribution.

The rise of economic inequality in the devel-
oped world is weighing on growth and straining
the fabric of liberal democracy. And economists,
who exert a profound influence on public policy-
making, have an important role to play in ana-
lyzing the inequities of distribution, exploring the

Yet as a careful observer of the discipline of eco-
nomics—albeit as an outsider looking in through
the windows—engagement with these questions
seems to me still constrained by a number of fac-
tors. Many economists have enduring doubts about
the importance of distributional issues. Many are
reluctant to become engaged in what they see as
normative questions. And intertwined with these
doubts and misgivings is the discipline’s disregard for
other forms of knowledge, and its lack of diversity.

The field’s long-standing indifference to the
distribution of prosperity has come at the partic-
ular expense of minorities, and it is no great leap
to suggest that a more diverse profession might
reach different conclusions. To be sure, this is a
premise that offends some economists. Milton
Friedman famously insisted that the political views
of good economists could not be discerned in their
academic work. He lacked the self-awareness to
see that his interests, methods, and conclusions
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were all informed by his life experience—and in
this respect, Friedman was just like everyone else.

In some cases, greater diversity may yield greater
clarity. In other cases, greater diversity may result
in greater confusion, as new voices challenge old
certitudes. But that is a kind of clarity too: it will
tell us what we don’t know.

Inequality is an economic issue. A growing body
of research illuminates its importance. The dis-
tribution of wealth and income has a meaningful
influence on the distribution of opportunity, on the
mechanics of the business cycle, and on the pace of
innovation. Inequality also distorts public policy,
increasing the power of rent-collecting elites and
of those seeking aid, while attenuating the sense
of shared purpose necessary for public investment
in education, infrastructure, and research.

For decades, mainstream economists argued that
efforts to address inequality through redistributive
policies would come at the expense of growth—what
Arthur Okun called “The Big Tradeoff.” But one
silver lining to the rise of inequality over the past half
century has been the opportunity to study the real-
world impact. A number of recent studies, including
work by Jonathan D. Ostry and his colleagues at the
IMF (Ostry, Loungani, and Berg 2019), find that
high levels of inequality actually impede growth.

Yet even among economists who regard this evi-
dence as compelling, one encounters hesitation
about incorporating distributional considerations
into the advice professors give to policymakers.
Economists have long conceived of their role in
public policy debates as being “the partisan advocate
for efficiency,” in the words of Charles Schultze, an
advisor to Presidents Lyndon B. Johnson and Jimmy
Carter. One reason is that in championing efficiency,
economists think of themselves as representing the
interests of the common man and woman. “Without
economists in the room, it’s like a free-for-all where
everybody is going for their narrow self-interest and
there is no voice for efficiency. And what ‘efficiency’
really means is ‘every American citizen,” said Michael
Greenstone, a University of Chicago economist who
worked in the Obama administration. The evidence
of the past half century strongly suggests that simply
advocating for efficiency does not produce the best
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outcomes for those ordinary men and women. But
there is real value in the role, there isn’t anyone else
likely to perform it, and therefore it’s reasonable to
have some hesitation about the consequences of a
diluted focus.

Furthermore, many economists profess a reluc-
tance to meddle in what they regard as a political
debate about the distribution of economic output.
Quite often, the result is that economists finesse the
question of distribution by noting that the benefits
of more efficient policy could be distributed equi-
tably, whatever that means, but the details should
be worked out by the politicians. Paul Romer, a
Nobel laureate in economics, argued in a recent
essay (Romer 2020) that economists should just
“say ‘No’ when government officials look to econ-
omists for an answer to a normative question.”

I recognize the appeal of Romer’s advice.
Overconfidence is a common attribute in disci-
plines that reach for practical conclusions. Perhaps
it is even a necessary one: after all, choices must be
made. But there is an obvious attraction in limiting
the scope of the potential damage.

The problem is that normative judgments can’t
be avoided.

In the 1980s, for example, most mainstream
economists favored the elimination of minimum
wage laws. In 1987, my predecessors at the New York
Times editorialized in favor of eliminating minimum
wage laws, citing “a virtual consensus among econ-
omists that the minimum wage is an idea whose
time has passed.” This was purely a judgment about
economic efficiency. Economists did not pretend to
weigh other arguments for minimum wages. But
by advocating for a change in policy on the basis of
efficiency, they implicitly devalued those arguments.
(And, as it happened, even the efficiency argument
was wrong. A few years later, two economists took
the radical step of gathering evidence and reached
a different conclusion. American workers are still
suffering the consequences.)

Even economists who embrace in good faith
the argument for avoiding distributional advice—
especially economists who embrace this argument
in good faith—must recognize that, in practice,
they are facilitating the exclusion of distributional
issues from public debate. A genuine concern about
distributional issues requires distribution to be
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Cross-pollination with other disciplines has enriched economics.
But the goal ought not to be the creation of some hybrid super

social science.

treated as a primary goal of policy, not as a by-product
that requires remediation.

It is particularly problematic for economists to
advocate for a policy as broadly beneficial if there is
no mechanism for a broad distribution of benefits.
Economists have often advocated for trade deals
by calculating net benefits and deferring ques-
tions of distribution. But the second act seldom
happens. “The argument was always that the win-
ners could compensate the losers,” the economist
Joseph Stiglitz, also a Nobel laureate, told me a few
years ago. “But the winners never do.” Hufly, for
example, built about 2 million bikes a year in the
town of Celina, Ohio, until it moved production
to China in 1998 to meet Walmart’s demand for
cheaper bikes. There is now a Walmart where the
Huffy workers once parked their cars, and every-
one in Celina—and everyone in towns across the
United States—can buy cheaper bicycles. But the
workers lost their jobs, and promises of help went
largely unkept. Advocacy for the interest of “the
people,” in the abstract, often ends up looking a
lot like cruel indifference to actual people.

cross-pollination
The assertion here is not that economists should
aspire to provide comprehensive guidance on the
optimal distribution of economic output. They can’t.
Cross-pollination with other disciplines has enriched
economics, as in the incorporation of insights from
psychology; from the work of demographers who
look at the spatial dimension of economic activity;
and from the examination of the evolution of eco-
nomic ideas through time. But the goal ought not to
be the creation of some hybrid super social science.

Rather, the need is to leave space for other per-
spectives. Economists can provide better guidance
to policymakers by emphasizing the importance of
distribution—and the importance of considering
other kinds of knowledge.

A disturbing body of psychological research,
for example, documents that economic inequality

mimics the effects of absolute poverty on physical
and mental health. This isn’t an insight that fits
easily into economic models, nor does it need
to. The key question is how to make sure that
information is incorporated into decision-making
alongside economic analysis.

There’s an old saying that there are two kinds
of scientists: those trying to understand the world
and those trying to change it. The nature of eco-
nomics places it solidly in the second category,
but economists don’t always seem to recognize the
implications. Treating distributional issues as seg-
regable is politically naive and therefore tends to
limit the beneficial influence of economic ideas. The
development economist Gustav Ranis observed that
economists struggled to influence policy in many
developing nations because they had their priorities
backward. Economists emphasized efficiency as the
most important goal of public policy while regarding
political stability and distributional equity as benefits
of the resulting growth. Ranis argued that the list
should be reversed. People must agree that policies
are equitable and conducive to stability before they
are likely to support measures to increase efficiency.

That’s a powerful truth: no matter how well you
think you understand the world, you still need to
persuade others to listen. [

BINYAMIN APPELBAUM is the author of The Economists’
Hour: False Prophets, Free Markets and the Fracture of Society
and the lead writer on business and economics for the
editorial board of the New York Times.
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The pandemic is accelerating a shift toward more informal and precarious work
Sabina Dewan and Ekkehard Ernst

ith millions of jobs lost, robots on the rise,

and white-collar workers toiling largely at

home, COVID-19 appears to have ushered

in a new normal in the global workplace.

But many of these developments stem from failed

policy responses to megatrends already in motion

long before the pandemic struck. For at least two

decades, shifting demographics and technologi-

cal upheaval have been upending labor markets,

exacerbating inequality, making jobs increasingly
precarious, and deepening economic insecurity.

The new normal, in other words, isn’t really new.

A deadly virus has simply accelerated the pace of

change, with devastating consequences—especially
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for developing economies, which are expected to
lose at least $220 billion in income, according to the
United Nations Development Programme.

Now that the crisis is upon us, we should not waste
it, as politicians like to say. Policymakers must pursue
a more dramatic course correction than previously
considered. They must sweep away flawed ideas about
jobs and seize this emergency as an opportunity to
build resilient, equitable, and sustainable economies.

This exercise requires more than a return to pre-
COVID conditions. It calls for a fundamental
reappraisal of our assumptions, beginning with
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Food delivery drivers queue
on Pham Ngoc Thach street
in Hanoi, Vietnam.

Advanced economies—think of Germany, Japan,
and the United States—are struggling with aging
populations. So are some emerging market economies,
including China. But in a majority of developing
economies, the youth population is swelling. Some of
these countries, such as India, Indonesia, and Nigeria,
will approach the peak of their demographic bulge
during the next two decades, while smaller countries,
such as Angola and Zambia, are in earlier stages of
the demographic transition.

Conventional wisdom says that a large and
growing population of young adults can provide
a demographic dividend by increasing the ratio
of workers to dependent children and retirees.
But this postulate must be rethought. A youth
bulge presents an advantage only if economies
can create productive jobs with rising wages.
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India’s youth population of 362 million, ages
15-29, is higher than the entire population of
the United States. At 17.8 percent, the unem-
ployment rate for this cohort was three times that
of the overall working population even before
the pandemic. Young people in countries that
fail the productive job test are likely to end up
unemployed or working in poor-quality jobs in
the informal economy, which is neither taxed nor
monitored by governments (see Back to Basics
in this issue of F&D).

Without large-scale job creation, surplus labor in
developing economies will exert downward pressure
on wages and working conditions. The result will
be not only a deteriorating quality of life but also
a ceiling on economic growth. We cannot expect
the middle class in developing economies to keep
expanding if young people cannot find jobs that
pay middle-class wages.

As in previous crises, young adults have been
among the first affected by the social, educational,
and economic disruption. This was borne out by
a survey of more than 12,000 young people con-
ducted across 112 countries in April and May,
when the pandemic was spawning the worst global
recession since World War II (see Picture This in
this issue of F&D).

Reporting on the survey, the International
Labour Organization (ILO) found that 17 percent
of previously employed people between the ages of
18 and 29 stopped working after the pandemic hit,
and 42 percent reported a drop in income. In the
absence of pathways to productive and high-quality
employment, developing economies that pin their
economic ambitions on a demographic advantage
are setting themselves up for disappointment.

The pandemic is accelerating the advancement
of technology, which was already restructur-
ing labor markets. For many, technology has
enhanced efliciency and enabled remote work,
but for others, it has disrupted livelihoods.
Automation has clearly destroyed some jobs as
robots clean hospital floors, tollbooth operators
vanish, and chatbots replace customer service
agents. Yet digital platforms have also added
new and different jobs to the economy—;jobs
in software programming, health care, and—
yes—pizza delivery and taxi services.
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The key question is this: Whose jobs will vanish
and who can access the new forms of work?

Automation was gaining ground well before
COVID-19 hit. This should come as no surprise,
especially in places where new technology trig-
gered structural transformation through massive
employment shifts in the past—first from farms
to factories and then from factories to services.

Where the cost of deploying new technol-
ogy is low and promises higher output and
faster delivery, companies replace workers with
machines—as the Luddite handloom weavers
learned. Automation is gaining ground faster in
developed economies (and in China), where labor
costs are relatively high and companies have
capital to spare. But developing economies are
certainly not immune. They may have a surplus
of low-cost labor, but that is only one factor in
the overall cost of production.

More companies will automate as the pan-
demic underscores the vulnerabilities of a human
workforce and geographically dispersed global
supply chains. Some may also “reshore” pro-
duction by bringing manufacturing and service
jobs back to the United States and Europe—a
trend that was emerging before COVID-19.
Developing economies must brace for a triple
shock: increasing labor substitution as domestic
companies automate, at least moderate growth
in foreign companies reshoring, and slowing
exports as demand remains low.

The pandemic is also fueling the platform
economy. From e-commerce to the gig economy,
consumers are increasingly tapping the internet to
connect with goods and services from the safety
of their homes.

The gig economy’s low barriers to entry present
new employment opportunities—and new
hazards—for developing economies. The danger
is that the bulging supply of young and low-skilled
workers drawn to platforms is likely to exceed
the demand for their services as data processors,
customer service representatives, and ride-hailing
service drivers.

Not only will these workers frequently find
themselves “gigless”—that is, underemployed—
but they will likely face downward pressure on
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working conditions. Evidence from countries
where an increasing share of workers compete
on gig platforms confirms that wages are getting
squeezed. And the assumption that most gig
workers were previously in poor-quality infor-
mal work doesn’t always hold. A 2015 study by
Perkumpulan Prakarsa and the JustJobs Network
surveyed 205 on-demand motorbike taxi drivers
working through the online taxi-hailing appli-
cations Gojek and GrabBike. Of the respon-
dents who were previously employed, 51 percent
had been engaged in the formal economy before
joining the gig economy.

COVID-19 is also accelerating trends in distance
learning and remote work. But these developments
widen the gap between the haves and the have-
nots—between those who can and cannot afford
computers and internet access and between those
who do and don’t have the skills to participate in
a digitally driven economy.

As this analysis suggests, the pandemic is driving
a shift toward more informal and precarious
work among people who are just seeking to
make ends meet. Prior to the pandemic,
the rise in contractual work notwithstanding,
informal employment was stagnant or even declin-
ing in some countries. But the pandemic will
likely reverse this trend. These informal work
arrangements may push down unemployment
in developing economies, but the jobs are less
secure and tend to be lower-paying and less pro-
ductive. Policymakers should not be fooled by
the numbers. After the pandemic, a decline in
the unemployment rate should not be mistaken
for economic recovery.

The ILO estimates that workers around the
world lost $3.5 trillion in labor income in the
first three quarters of 2020 as the pandemic
slashed their hours on the job. From simply a
health crisis, the pandemic has morphed into
both a health and an economic crisis, fostering
uncertainty in the business climate and fear
among employees.

The risk, for workers, goes well beyond imme-
diate job losses and hiring freezes. The deeper



danger is that companies will be less inclined to
build permanent workforces, relying instead on
cheaper gig, temporary, or contractual workers.

A flexible labor market is valuable when it leads
to more efficient allocation of resources. But flex-
ibility that flows from low-productivity work and
a decline in working conditions, as is the case
in developing economies, does more harm than
good—both for workers and society.

People in informal and contractual arrange-
ments and those who are self-employed generally
do not receive social security through an employer,
leaving them vulnerable to shocks such as from
COVID-19. The rise in informal employment
also squanders precious productive potential
and reduces consumption power, circumscribing
broad-based economic development.

What must policymakers do to manage these
trends and soften their adverse impacts?

First, policymakers must acknowledge that relentless
pursuit of economic growth will not automatically
create jobs. The priority has to be job-rich growth.
This entails advancing sectors that both employ
a lot of people and raise growth capacity; for
example, infrastructure. It also means investing
in increasingly productive labor-intensive sectors
and moving up the value chain—for instance,
moving from assembly to full package produc-
tion of apparel or from subsistence farming to
food processing. Wage growth should align with
increases in productivity.

Second, governments should reject the idea that
“any job is better than no job.” That may be true
from a destitute worker’s perspective, but it makes
little sense economically. Poor-quality jobs exac-
erbate inequality, waste productive potential, and
reduce aggregate demand—all of which are bad
for growth. To this end, governments must resist
the urge to indiscriminately weaken labor regula-
tions under the pretense that it’s good for business.
Appropriately formulated minimum wages, social
security, and active labor market policies—includ-
ing job search assistance and apprenticeship pro-
grams—are good for worker productivity and help
smooth consumption in times of distress.

FUTURE OF JOBS AND OPPORTUNITY

Third, governments should recognize that technol-
ogy, like a genie freed from its bottle, cannot be coaxed
away. But they can regulate it. This means putting
public interest ahead of commercial interest in man-
dating data sharing and transparency from tech
companies that run digital platforms. Workers who
sign on to such labor platforms should have access
to public benefits and services. Governments should
have access to the data to facilitate evidence-based
policymaking. Enforcing competition law more
stringently to curb the power of large and growing
corporations is essential. Policymakers should
revisit corporate taxation, particularly for tech
companies that engage in rent seeking and labor
arbitrage, to help extend social security coverage
to informal and contract workers.

Fourth, the advent of technology and changing
demography in developing economies call for invest-
ments in reforming and updating human capital
to appropriately educate and train young people
50 that they are more employable. Moreover, as
the pandemic alters the economic landscape,
creating opportunities for some sectors to thrive
while weakening others, policymakers must help
workers retool accordingly.

Finally, a myopic focus on boosting efficiency
rather than building resilience leaves economies
vulnerable. Government investments in health,
education, public employment, and social protec-
tion systems have all proved their worth. So have
fiscal and monetary stimulus. Although these
programs can seem ineflicient in good times, they
provide the necessary space for policymakers to
react quickly in uncertain times.

SABINA DEWAN is president and executive director of the
JustJobs Network, an international think tank focused on
creating more and better employment worldwide.
EKKEHARD ERNST is an International Labour Organization
macroeconomist who studies the impact of trends and
policies on employment, wages, and inequality.
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Some jobs will disappear and others will emerge as the world faces a dual disruption

Saadia Zahidi

he World Economic Forum’s
Future of Jobs Report 2020
comes at a crucial juncture
for the world of work. The
report, now in its third
edition, maps the jobs and
skills of the future, tracking
the pace of change based on
surveys of business leaders
and human resource strategists from around the
world. This year, we aim to shed light on the effect of
pandemic-related disruptions placed in the broader
context of longer-term technology trends. Here are
the five things you need to know from our findings.
\ than expected, displacing 85

million jobs in the next five years.
Automation, in tandem with the COVID-19 reces-
sion, is creating a “double-disruption” scenario for
workers. Companies” adoption of technology will
transform tasks, jobs, and skills by 2025. Some 43
percent of businesses surveyed indicate that they
are set to reduce their workforce because of tech-
nology integration, 41 percent plan to expand their
use of contractors for task-specialized work, and 34
percent plan to expand their workforce as a result
of technology integration. Five years from now,
employers will divide work between humans and
machines roughly equally.

The workforce is automating faster
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e robot revolution will create 97
\ million new jobs. As the economy and
job markets evolve, new roles will emerge
across the care economy in technology fields (such
asartificial intelligence—AI) and in content creation
careers (such as social media management and
content writing). The emerging professions reflect
the greater demand for green economy jobs; roles at
the forefront of the data and Al economy; and new
roles in engineering, cloud computing, and product
development. The up-and-coming jobs highlight the
continuing importance of human interaction in the
new economy through roles in the care economy;
in marketing, sales, and content production; and in
roles that depend on the ability to work with different
types of people from different backgrounds.

In 2025, analytical thinking, creativity,

and exibility will be among the most

sought-after skills. Employers see crit-
ical thinking, analysis, and problem solving as
growing in importance in the coming years,
although these have consistently been cited in pre-
vious editions of the survey. Newly emerging this
year are skills in self-management, such as active
learning, resilience, stress tolerance, and flexibility.
The data available through metrics partnerships
with LinkedIn and Coursera allowed us to track
with unprecedented granularity the types of spe-
cialized skills needed for the jobs of tomorrow.



e most competitive businesses will
\ focus on upgrading their workers’

skills. For workers set to remain in
their roles over the next five years, nearly half will
need retraining for their core skills. The survey
also found that the public sector needs to provide
stronger support for reskilling and upskilling of
at-risk or displaced workers. Currently, only 21
percent of businesses report being able to make
use of public funds to support their employees
through retraining initiatives. The public sector
must provide incentives for investment in the
markets and jobs of tomorrow, offer stronger safety
nets for displaced workers during job transitions,
and tackle long-delayed improvements of education

and training systems.
\ percent of employers are set to rapidly

digitalize work processes, including a
significant expansion of remote working. Employers
say there is the potential to move 44 percent of their
workforce to operate remotely. However, 78 percent
of business leaders expect some negative impact on
worker productivity, and many businesses are taking
steps to help their employees adapt.

Remote work is here to stay. Some 84

SAADIA ZAHIDI is a managing director at the World
Economic Forum and head of the Forum’s Center for the
New Economy and Society.
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“Ins” and “outs”
The demand for some jobs will rise over the next five years, while for others it will shrink.

Increasing demand

Decreasing demand

Data analysts and scientists 1 | Dataentry clerks

Al'and machine learning specialists 2 | Administrative and executive secretaries

Big data specialists Accounting, bookkeeping, and payroll clerks

Digital marketing and strategy specialists Accountants and auditors

Process automation specialists Assembly and factory workers

Business development professionals Business services and administration managers

Digital transformation specialists Client information and customer services workers

Information security analysts General and operations managers

Software and applications developers Mechanics and machinery repairers

Internet of things specialists Material-recording and stock-keeping clerks

Project managers Financial analysts

Business services and administration managers Postal services clerks

Detabase and network professionals Sales rep., wholesale and manufacturing, technical and

scientific products
14 | Robotics engineers 14 | Relationship managers
15 | Strategic advisors 15 | Bank tellers and related clerks
16 | Management and organization analysts 16 | Door-to-door sales, news, and street vendors
17 | FinTech engineers 17 | Electronics and telecoms installers and repairers
18 | Mechanics and machinery repairers 18 | Human resources specialists
19 | Organizational development specialists 19 | Training and development specialists
20 | Risk management specialists 20 | Construction lahorers

Source: Future of Jobs Survey 2020, World Economic Forum.

Shifting priorities
The relative importance of skill sets is evolving, employers say, with some increasing
in value and others declining.

Critical thinking and analysis

Problem-solving

Self-management

Working with people

Management and communication of activities
Technology use and development

Core literacies

Physical abilities

0 20 0 6 80 100
Share of companies surveyed, percent
Stable

mu Decreasing Increasing

Source: Future of Jobs Survey 2020, World Economic Forum.
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Rescuing Their
NHERITANCE

Youth can drive society’s response to the COVID-19 crisis,
even as they keenly feel its effects

Il generations have a defining
moment. A moment of truth
when they critique the present
and, striving for a better future,
take destiny into their own hands. For
today’s youth—millennials and Generation

Z—this is their moment. We know that
many young people, already grappling with
the legacy of the global financial crisis,
have been hit especially hard by the pan-
demic. Educations disrupted. Livelihoods
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upended. Anxiety and depression rife. Yet
the world’s young people have not stood idly
by. Legions of diverse youths have mobi-
lized as volunteers, social entrepreneurs,
and thinkers to envision a fairer and more
inclusive world.

Fouryoungleadersfrom the World Economic
Forum’s Global Shapers Network discuss
how their generation is confronting—and
helping their communities overcome—the

COVID-19 crisis.
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David Walcott,
Kingston, Jamaica
Twelve years after the 2008
financial crisis, COVID-19
has delivered yet another
dose of global trauma
affecting younger and older
generations alike. Despite
the Caribbean’s tropical
clime, small land masses,
and easily regulated borders, our health and eco-
nomic systems remain vulnerable, and we now
face socioeconomic repercussions that imperil the
future of our youth.

The pandemic has triggered a sense of uncer-
tainty and financial instability, particularly among
millennials preparing for the conventional tran-
sition through education and employment to
financial independence.

Young people in the Caribbean face increas-
ing challenges to gaining entry to the wealth
ladder—compounded now by the pandemic.
Labor markets have contracted, and both locally
schooled and repatriated Caribbean millennials
are struggling to find jobs, despite degrees from
eminent universities.

Students face disruption to their education
as they struggle with remote learning. This has
affected particularly those from low-income
communities, despite the best efforts of educa-
tional institutions.

Compounding these challenges, our collective
well-being has deteriorated notably. More and
more people are struggling with depression and
anxiety as we face isolation and mask fatigue,
excessively consume social media, and deal with
the unexpected loss of family members. Our
financial distress has been compounded by exis-
tential angst as we contemplate an uncertain
and unclear future.

Despite these challenges, Caribbean young
people have shown their resilience through
volunteerism and participation in public and
private pandemic-response efforts. Regional deci-
sion-makers must use this crisis to build on the
strength of our youth and realign our Caribbean
identity with innovation and progress. This vision
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calls for investment in opportunities for youth
participation in our new world, complemented
by policy-driven initiatives to boost access to
online learning and remote employment.

Our financial stress

has been compounded
by existential angst as

we contemplate an
uncertain future.

Policies that acknowledge and respond to burgeon-
ing mental health needs will be essential to support
Caribbean youth in a world where global crises
defined our formative years. Policy-driven support
can transform today’s struggle into tomorrow’s
strength as we prepare to build a new Caribbean.

DAVID WALCOTT is a medical doctor and the founder and
managing partner of NOVAMED, a company driving the adop-
tion of innovative health care solutions in emerging markets.

Tiffany Yu,
San Francisco,
United States
Despite being one of the
world’s wealthiest coun-
tries, the United States
has been leading the globe
in the number of COVID-
19 cases and deaths, in
addition to grappling with
racial tensions, hurricanes
and record wildfires, and political polarization.

The compounding effects have led to an eco-
nomic, social, and mental health crisis that is taking
its toll on young people, especially those who hold
intersecting oppressed identities.

The pandemic is highlighting the digital divide.
As school and work have moved online, many
young people have been left to navigate potentially
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Young people across the world are invigorated
by discussions about green recovery and are
optimistic about the drop in global emissions.

complex homelives without reliable internet and

workable laptops.

COVID-19 is exacerbating growing social
inequities. Research by McKinsey & Company
found that the crisis disproportionately harms
Black Americans, from mortality to bank-
ruptcy. Disruptions to education, learning, and
employment threaten young people with an
overall setback.

And the pandemic has created a mental health
crisis among our youth. Shelter-in-place orders are
further straining unstable home environments.
Young people are left to deal with trauma and
grief on their own. Social distancing measures
and social isolation increase feelings of loneli-
ness, anxiety, and stress.

Yet during the pandemic we have also learned
to be agile, adaptable, and resilient—especially
young people, who are unapologetic about their
desire for social change.

We often say that young people are the future.
That means ensuring they have the voice and
agency to cocreate that future. And we also
need to acknowledge the intersecting identities
that may cause compounded oppression—race,
gender, sexual orientation, disability, or some
combination thereof. In this spirit, I have three
concrete proposals for today’s decision-makers:
* Engage diverse young people in cocreating

solutions by including at least one young person

on every mayoral commission or council.

* Empower young people through access to
education and employment by equipping them
with hardware and connectivity and investing
in small businesses and social entrepreneurs.

* Invest in young people’s mental health and
overall well-being by teaching empathetic
listening skills in schools and ensure that
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everyone who wants mental health support is
able to receive it.

Let young people be part of the solution to
today’s crisis.

TIFFANY YU is a San Francisco—based social entrepreneur on
a mission to increase intersectional disability representation.
She is the founder and CEO of Diversability and serves on the
San Francisco Mayor's Disability Council

Ashleigh
Streeter-Jones,
Canberra,
Australia

Following months of
hazardous bushfires, my
community in Canberra
had barely two months
before the next challenge:
COVID-19. Unlike the
bushfires, the pandemic produced fear and uncer-
tainty worldwide.

This distress affects especially vulnerable people—
the young and the old, the poor and the homeless,
people with preexisting health conditions, and those
with uncertain immigration status. The pandemic has
highlighted and exacerbated global inequality; we
have along way to go in creating a more equal world.

Young people in the geographically broad Pacific
region face many of the same pandemic-related chal-
lenges. COVID-19 has worsened job and financial
insecurity. Governments are working hard to restore
jobs, but young people will still be underemployed
in industries hit by the global recession.

Many young people, especially from lower socio-
economic backgrounds, have suffered disruption
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to their education because they lack the devices
and stable internet necessary for home learning.
Community organizations and for-profit groups
have held online workshops to help people upgrade
their marketable skills, but many young people lack
access to them. Mental health has also proved a
significant challenge. Disrupted routines, uncer-
tainty, isolation, and the loneliness of lockdowns
have fueled anxiety and depression.

However, change creates opportunity. Young
people across the world are invigorated by dis-
cussions about green recovery and are optimistic
about the drop in global emissions. Similarly,
many young people have embraced entrepreneur-
ship, investing in themselves and their commu-
nities. Seizing this opportunity, I launched an
initiative, Raise Our Voice, that works to upskill
female and nonbinary youth from diverse back-
grounds to be leaders in public decision-making.
This brought about an engaged online community
ready to be at the forefront of positive change.

During COVID-19, the World Economic
Forum’s Global Shaper Hubs have been organizing
check-ins, food drives, and letter writing for those
in need. I feel privileged to be part of a group quick
to pivot and think creatively about how to support
the community. COVID-19 will continue to be a
challenge, but I'm proud to be one of the young
people working to create a better world.

ASHLEIGH STREETER-JONES is an intersectional gender
activist who has spent much of her career working with young
people and getting them a seat at the table.

Hamad
AlMahmeed,
Manama, Bahrain
The world’s youth may
have been spared the
coronavirus’s most per-
nicious health effects,
but the associated eco-
nomic shock has crippled
fledgling careers and
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interrupted the education of scores of young
men and women across the globe. The Kingdom
of Bahrain anticipated these knock-on effects
early on and is working tirelessly and proactively
to shield young Bahrainis from the pandemic’s
most perilous consequences.

The government has adopted a levelheaded
and empirically driven approach in a deliberate
effort to protect the health of its citizens and
residents as well as safeguard the country’s eco-
nomic integrity. Striking an appropriate balance
requires agile infrastructure, with the requisite
flexibility to adjust and respond to a rapidly
evolving reality. Bahrain’s youth are instrumental
in this regard.

The National Taskforce for Combating
Coronavirus was established before Bahrain
registered its first confirmed case of the virus,
with the objective of a whole-of-government
response. In leading the task force nerve center,
I work with young men and women from all
backgrounds and professional fields, who stand
out for their enthusiasm and creativity.

Many of our prized solutions have been pio-
neered by young team members. Drive-through
testing stations were set up in unused parking
lots, and public buses were converted to mobile
testing units. Bahraini youth also work in sig-
nificant leadership roles across most of the task
force’s workstreams, including the contact
tracing and testing plan teams.

The innovation brought to bear by these
members has been critical to the realization
of Bahrain’s containment strategy. From the
volunteers at Bahrain’s COVID-19 call center
to the supervisors and doctors in the task force
nerve center, the country’s indefatigable youth
are proving their worth in the most difficult of
times. I am confident that they will lead the
charge to recovery and prosperity. [

HAMAD ALMAHMEED is undersecretary of research
and public policy at the Office of the First Deputy Prime
Minister of Bahrain and currently heads the war room
established to combat COVID-19 in Bahrain.
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How to Make America More Equal

A leading progressive economist proposes steps to transform
the US economy at this critical juncture

Heather Boushey

THE COVID-19 PANDEMIC is shining an unforgiving
spotlight on the many inequalities in the United
States, demonstrating how pervasive they are
and that they put the nation at risk for other
systemic shocks. To stop the spread of the virus
and emerge from a crushing recession, these
fundamental inequalities must be addressed.
Otherwise not only is a slow economic recovery
more than likely, but the odds grow that the next
shock—health or otherwise—will again throw
millions out of work and subject their families
to fear, hunger, and lasting economic scars.
Before the pandemic, the United States was
in the midst of a decade-long recovery from
the Great Recession, which began in December
2007. But not all Americans experienced that
recovery in the same way. The top 1 percent

32 FINANCE & DEVELOPMENT | December 2020

emerged as strong as ever in terms of wealth,
regaining what they had lost by 2012. As of March
2020, however, US working- and middle-class
families had barely recovered their lost wealth,
and many families, especially those of color,
never recovered. Even amid a strong recovery,
the United States was burdened by extraordinary
economic and racial inequality.

Today, stark differences among US workers and
their families make the current recovery neither
U- nor V-shaped but rather one that resembles
a sideways Y, with those benefiting from a stock
market recovery or employed standing on the
branch of the Y that points up unaffected by the
recession, and those on the bottom branch facing
perhaps years of struggle. And there are stark
differences of race and class between the upper
and lower legs of that sideways Y. This recession
provides an opportunity for policymakers to
address these inequalities with transformative
policy changes to produce a healthier and more
resilient economy that delivers strong, stable, and
broad-based growth and prosperity.

Disparities abound

Workers and their families on the wrong side of
the many US economic disparities are there for
several reasons—including a stubborn reliance
by policymakers on markets to do the work of
government and the racism and sexism, some-
times written into law, that blind policymakers
to injustice and to economic sense.

This article will identify specific causes of
economic inequality in the United States and
then explain how to address them.

Markets: Beginning in the 1980s, conser-
vative economists began to make the case that
unfettered markets were the only way to deliver
sustained growth and well-being. This ideology,
with modest exceptions, has governed US eco-
nomic policymaking ever since. But it has not



delivered. Moreover, the supposedly neutral and
fair rules that govern markets have in fact shifted
economic risk away from corporations and the
wealthy toward medium- and low-income fam-
ilies. This has never been more apparent than
now, when the coronavirus has caused mostly
low-income workers to either lose their jobs or
have to work in employment that exposes them to
the risk of contracting and spreading the disease.

Tax cuts, weak public investment: President
Donald Trump’s 2017 tax cut, which benefited
largely the better-off, is only the most recent
manifestation of a tax-cutting philosophy that
has governed US fiscal policy for decades. These
measures have starved the nation of resources
that could be used to fund basic governmental
functions and critical public investments. As a
result, public investment as a share of GDP—
the value of goods and services produced in the
United States in a year—has fallen to its lowest
level since 1947.

Eroding worker power: The ability of US
workers to bargain for higher wages and ben-
efits and better and safer working conditions
has been sapped by years of anti-union court
and administrative rulings. And in 27 states,
right-to-work laws make it harder for unions
to form. As employers gained the upper hand,
wages stagnated, and worker safety has suffered,
especially during the pandemic.

Economic concentration: US antitrust policy
and enforcement have allowed industries across
the United States to become increasingly con-
centrated, giving large businesses market power
to set prices, eliminate competitors, suppress
wages, and hobble innovation. What’s more,
there is evidence that this is dampening firms’
investment. Some are thriving in the midst of—
indeed because of—the pandemic, while small
businesses struggle to survive.

Measuring the economy: Before the 1980s,
when US economic inequality began its upward
trajectory, growth in GDP was a reasonably
reliable indicator of the well-being of most
Americans. But as economic inequality has
risen close to its 1920 levels, the benefits of
GDP growth have gone disproportionately to
the top 10 percent of earners, while income
growth for the vast majority of people has been
slower than that of GDP—in some cases, none

FUTURE OF JOBS AND OPPORTUNITY

Concentration of wealth

The distribution of income and wealth in the United States is skewed toward the
wealthiest 5 percent.

(share of total income or wealth by quintile, 2016, percent)
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Source: Author's calculations, using the Federal Reserve Board’s “Survey of Consumer
Finances” (2017).

Note: Income shares are computed with respect to quintiles of the income distribution, and
wealth shares are computed with respect to quintiles of the wealth distribution.

at all. For that reason, GDP reflects mostly
how the better-off are doing. As GDP recovers
in the coming months, therefore, it will give
policymakers false signals about whether average
Americans are recovering,.

Racism and sexism: The disparate health and
economic consequences of the coronavirus reces-
sion reinforce the reality and history of racism and
sexism in the United States. The median earnings
for a Black household are 59 percent of those of a
White household, and for men and women of all
races, a median woman earns 81 cents for every
dollar earned by a man. The results of job segre-
gation are apparent, with health care and service
workers on the pandemic front lines. Despite
being essential, some of these jobs—in which
women and minorities are overrepresented—are
the least likely to have benefits such as paid sick
time or employer-provided health insurance.

These problems are largely the result of decades
of failed policies supported more by ideology
than evidence. A distorted economic narrative
that lionizes markets has led to the weaken-
ing of public institutions and the acceptability
of less funding for democratic institutions of
governance, greater economic concentration,
reduced worker power, and the discriminatory
effect of laissez-faire labor rules. The role of
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Transforming the US economy requires policymakers to
recognize that markets cannot perform the work of government.

policy choices in arranging the market structure
is unmistakable and enduring.

Building a strong, equitable economy
Transforming the US economy requires policy-
makers to recognize that markets cannot perform
the work of government.

The first step is to eradicate COVID-19. It has to
be the first priority, not only for public health but
also for the US economy. Beyond that, encourag-
ing a strong and sustained recovery that delivers
broadly shared growth also requires the United
States to address its long-term problems: a costly
health system that leaves millions with insufficient
care, an education system designed not to end
inequality but to preserve it, lack of basic economic
stability for most families, and climate change.

Major public investments are required to deal
with each issue. While it is not necessary to
worry now about paying for them, the nation
should put in place significant tax increases,
primarily or entirely on the wealthy, to begin
investing in these long-term solutions. The coun-
try should tax the enormous wealth concentrated
at the top that is being saved, or kept overseas,
and not being invested in the economy or in
solving societal problems (see chart).

Policymakers also must address the economic
concentration that has created monopsony power
(a single or handful of buyers or employers) that
keeps wages down and threatens small businesses,
which are the lifeblood of innovation and eco-
nomic dynamism. The first step is to ensure that
the recession and the programs designed to help
businesses survive the crisis don’t exacerbate this
trend. Thus far, federal policies to address the
economic downturn have provided far greater aid
to large businesses than to small ones.

Policymakers also must ensure that federal
government funds are directed to productive uses
that support workers and customers, and not to
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rewarding wealthy shareholders. Corporations
receiving aid should be barred from issuing
dividends and carrying out stock buybacks, and
banks should be required to suspend capital
distributions during the crisis to support lending
to the real economy.

Even more fundamental to addressing exces-
sive concentration is strengthening US antitrust
enforcement, which is weaker than it has been in
decades. The antitrust laws themselves also need
to be bolstered, particularly with respect to the
rules governing mergers and exclusionary con-
duct. Legislators should consider creating a digital
regulatory authority to enforce privacy laws and
enhance competition in digital markets.

The country also needs to better understand
who benefits, or does not, from recovery policies
and what further actions are needed. Because
overall GDP is not up to that task, income must
be disaggregated at all levels to measure progress
or lack thereof for all groups—which would
enable the United States to lay the groundwork
for understanding what other actions are needed
to ensure more people benefit from the recovery.

US economic inequality is firmly tied to the issue
of racial inequality. The unmistakable message of
the Black Lives Matter movement is that Americans
of color never have been able to trust government
to act on their behalf. Government must work to
ensure that low-income Black, Latinx, and Native
American people can both develop and deploy their
talents and skills in the economy.

Taxing wealth, which is disproportionately
owned by White Americans, is one solution. But
for that to address racial inequities adequately,
the proceeds of the wealth tax must benefit the
majority of the nonwealthy. The proceeds must be
directed to the most urgently needed investments,
such as in COVID-19 testing and treatment in
communities of color, in policies that expressly and
progressively support low-wage workers and care



workers, and in engagement with minority-owned
small businesses. Otherwise, pervasive inequities
will be further entrenched.

A significant reason for the gender earnings
gap is the lack of a national paid family and
medical leave policy and the absence of a national
program to ensure that families have access to
quality, affordable childcare and prekindergar-
ten education. Families with children that do
not have access to paid leave and childcare—or
cannot afford them—have little choice but to
put careers on hold. This happens to women far
more often than to men. Legislation has been
introduced in Congress to accomplish both of
these goals, and these measures should get serious
consideration in the next Congress.

Reason for optimism
There is reason to believe that the United States
can enact policies to transform its economy and
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society. Until recently, some of the conversations
taking place among policymakers and around dinner
tables—inspired by COVID-19, the deep recession,
the Black Lives Matter movement, and the recent
presidential election—would have been relegated to
the edges of public debate. Today that is not the case.

Yet the US political system is beset by deep par-
tisanship and a constitutional and electoral system
that makes it far easier to block transformative
policies than enact them. But I am an optimist,
and I still believe that the country could be at an
inflection point, with the advantage going to those
who develop and advocate progressive policies to
reduce inequality and build an economy that pro-
duces strong, stable, and broad-based growth. [

HEATHER BOUSHEY, president and chief executive officer of
the Washington Center for Equitable Growth, is the author of
Unbound: How Inequality Constricts Our Economy and What We
Can Do About It. Follow her on Twitter: @HBoushey.
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economy’s debt or debt payments in exchange
for a commitment from the debtor country to
protect specific natural resources. For example,
many countries that are home to forest elephants
are highly indebted and could substantially ben-
efit from a debt-for-nature swap. The amount of
debt relief is determined by the value of the ele-
phants’ services, using market prices. The money
the countries save would be devoted to elephant
conservation but could also facilitate the creation
of public-private partnerships that help build
markets, such as tourism and insurance, around
investing in and protecting the elephants. These
markets would provide steady employment and
income in local communities, leading to owner-
ship and sustainability of conservation efforts.

Nongovernmental organizations and interna-
tional financial institutions could provide the
necessary capacity development for public-pri-
vate partnerships and insurance markets centered
around natural resources. The example of debt-
for-nature swaps shows that valuing nature for its
benefits can support a virtuous cycle, directing
investment and enterprise along a more regenerative
and sustainable path.

The COVID-19 pandemic, attributed to a virus
that originated in a local wet market, demonstrates
that nature can have a macrocritical impact of
global proportions. A worldwide alarm has been
sounded, calling for a course correction. Human
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destruction of the natural world not only leads
to severe volatility in our economic systems but
threatens our very existence. On the other hand,
vibrant, intact ecosystems that include healthy
populations of forest elephants and great whales,
mangroves, and sea grass are vivid examples of
how valuing and investing in the protection of
nature can generate a more sustainable blue-green
economy, help mitigate climate change, and realign
economies toward inclusive and nature-friendly
economic growth. [

RALPH CHAMI is an assistant director in the IMF’s Institute
for Capacity Development; CONNEL FULLENKAMP is pro-
fessor of the practice of economics and director of undergrad-
uate studies in the Duke University Economics Department;
THOMAS COSIMANO is professor emeritus at the University
of Notre Dame’s Mendoza College of Business; and FABIO
BERZAGHI is a researcher at the Laboratory of Climate and
Environment Sciences in Gif-sur-Yvette, France.
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counting
Women to Make
Women Count

“THE GENDER DATA GAP isn’t just about silence. These
silences, these gaps have consequences.”

This is what Caroline Criado Perez tries to drive
home in her book /nvisible Women.

Criado Perez emphasizes that the “male unless
indicated otherwise” approach to all aspects of
life and the myth of “male universality” are not
malicious or even deliberate, but are the product
of thinking that has been around for millennia.

She provides numerous examples—some well
known and others less so—of biases against women,
including the 2013 homage to tennis player Andy
Murray as the first Briton to win Wimbledon, when
in fact Virginia Wade had won in the tournament
more than three decades earlier in 1977.

The book’s most compelling passages discuss the
consequences of the absence of sex-disaggregated
data. She describes the snow-clearing schedule in the
town of Karlskoga, Sweden, where the major traffic

Criado Perez concedes that
closing the gender data gap will
not magically fix all problems.

arteries are plowed first and pedestrian walkways
and bicycle paths are cleared last. Why is this sexist?
Men tend to work outside their homes and travel
to work in cars or buses, while women are far more
likely to walk with a child to school, sometimes
wheeling other children in strollers. A seemingly
innocuous snow-clearing schedule, together with
the disproportionate burden of caregiving that falls
on women, puts women in a double bind. Other
examples are even more insidious—the health risks
to women caused by a failure to provide public toilet
facilities or the life-and-death consequences, for
example, of scant sex-disaggregated data in medical
research when it comes to the different symptoms
of heart attacks in men and women.

Criado Perez provides eye-opening examples of
the biases in the design of common, apparently
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gender-neutral, products used in everyday life
and the ramifications of the “one-size-fits-men”
approach. Take safety equipment in automobiles—
headrests, seatbelts, and airbags. Crash test dummies
are designed around a 50th percentile male, about
1.77 meters tall and weighing 76 kilograms. The
fact that the safety equipment does not take into
account that women are, on average, shorter and
lighter contributes to the shocking statistic that when
awoman is involved in a car crash, she is 47 percent
more likely to be seriously injured than a man and
17 percent more likely to die! And all because we
have failed to factor in gender differences when
designing the safety equipment in cars.

Criado Perez also covers ground that is more
familiar to economists—including the failure to
properly measure unpaid household and care work,
the impact of taxes on women’s choice to join the
labor force, and the disproportionate representation
of women among the world’s poor.

Criado Perez concedes that closing the gender
data gap will not magically fix all the problems
women face. She concludes, however, that closing
the gender data gap will happen only once the
gap in female representation in leadership and
government is bridged.

This impressive book is a must-read for any
researcher and policymaker who is serious about
addressing the challenges faced by half the world’s
population. [

KALPANA KOCHHAR, director, IMF Human Resources Department
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Bubbling Up

FROM THE MISSISSIPPI and the South Sea bubbles
of the early 1700s to the subprime and Chinese
excesses of the 2000s, Boom and Bust: A Global
History of Financial Bubbles provides a fascinating
guide through a historical journey of specula-
tive financial crises. Building on seminal analyses
by Charles P. Kindleberger (Manias, Panics, and
Crashes) and John Kenneth Galbraith (4 Short
History of Financial Euphoria), authors William
Quinn and John Turner present a novel framework
they dub the “bubble triangle” for assessing and
understanding booms and busts.

They see a financial bubble as a fire, composed
of oxygen, fuel, and heat.

The first component of the bubble triangle is the
marketability of assets—how easily assets can be
purchased and sold—which corresponds to oxygen.
The second factor is money and credit—the level
of interest rates and the use of financial leverage—

which provides the fuel. The third ingredient is

William Quinn
John D. Turner
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A Global History of
Financial Bubbles

speculative behavior—when the purchase of an asset
is driven primarily by expectations of a continued
rise in the asset price—which is equivalent to heat.

Quinn and Turner identify two triggers that have
sparked fire over the past 300 years: technological
innovation and government policies.
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What are the implications for investors and
policymakers? From the perspective of predict-
ing financial follies, all three sides of the triangle
are necessary for a bubble to form and for the
fire to persist. This framework also allows for the
assessment of the severity of the bust: for example,
leverage has been a consistent indicator throughout
history. Furthermore, it can be used to interpret the
increased frequency of bubbles. The globalization
of capital markets, deregulation, and technological
changes have set the stage for a surge in debt. Will
this result in more frequent and more severe boom
and bust episodes in the future?

Bubbles are hard to identify
with certainty in real time;
deflating them may cause
more harm than good.

I would have liked the authors to venture
more into the policy debate and present specific
measures available to policymakers to deal with
pernicious bubbles. For example, which side of
the triangle should be tackled first? The authors
acknowledge that policymakers could reduce
money and credit, thus withdrawing some of the
fuel from the fire. But they seem to take the view
that measures such as tightening monetary policy
or leaning against the wind face insurmountable
challenges. Bubbles are hard to identify with
certainty in real time, and deflating them may
cause more harm than good.

But macroprudential policies can be a useful
complement to monetary policy, so that policy-
makers can achieve both traditional inflation and
financial stability objectives—even if the macro-
prudential framework is still evolving, especially
for nonbank financial institutions, and even if the
available toolkit is admittedly still limited.

In the end, the authors seem to embrace the
notion that the best policymakers can do is clean up
the mess, while investors need to act as “fire-safety
inspectors”—and as students of history, be con-
scious of the perils of bubble triangles. [

FABIO NATALUCCI, deputy director, IMF Monetary and
(apital Markets Department



Chasing Stability

WHEN IN 1997 the Bank of England regained
independence, the long arc of its 20th century
history reached closure: from great power before
the 1930s, to decades sidelined as the Treasury’s
operational branch, through reacquired authority
during the late 1970s and 1980s, and finally back
to insulation from quotidian politics. The destina-
tion was not inevitable, and the job of this book,
covering the quarter century from 1979 to 2003,
is to tell the tale of how a remarkable group built
an organization fit to be granted independence
when the politicians and mandarins ran out of
monetary wheezes. It has the right title (almost)
and an appropriate cover, as Eddie George—
perhaps the finest central banker in the generation
after Paul Volcker—embodied the transition
from old to new.

Harold James’ rich and perceptive book tra-
verses three territories: the history of the economy
and policy, of the institution and of the organi-
zation. It mainly follows the standard pattern in
occupying the space between policy events and
organization, but with an underlying theme of
how internal change and debate paved the way
for institutional reform.

It is essential reading for anyone interested in
the agonized twists and turns in Treasury-led
British macroeconomic policy during the 1980s
and its gradual redemption during the 1990s.
Ditto for anyone interested in how a system of
judgment-based banking supervision that had suc-
ceeded in maintaining systemic stability gave way,
after a series of noisy idiosyncratic failures (JMB,
BCCI, Baringg), to a regulatory regime outside the
central bank, which ended in systemic collapse.

Policy initiatives, setbacks, and reforms are nicely
displayed. But we learn less about the personal rival-
ries and perspectives that drove the place forward.

If Gordon Richardson reestablished gubernato-
rial authority, Robin Leigh-Pemberton assembled
and nurtured a world-class team (including Andrew
Crockett, later head of the Bank for International
Settlements), George Blunden cleared away obsta-
cles, and the goods were delivered by Eddie George
and Mervyn King, whose strategic transforma-
tion of the Bank’s capabilities is impossible to
exaggerate. We do not, however, get much of the
parade’s color.
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Unbelievable though it is looking back,
Whitehall fiercely resisted Eddie becoming deputy
governor, giving way only with the stricture that
this was not a route to the top (a message delivered
via me as the then-governor’s private secretary).
Nor will the reader get much of a sense of the
decade-and-a-half-long internal struggle, verging
on civil war, over the Bank’s role in financial
stability, which reached its (current) conclusion
only after the 2008 crisis.

James has, then, triumphed in delivering a Bank
of England—centered account of British economic
policy in the late 20th century. He has also laid
the groundwork for a badly needed political-cum-
sociological study of the deeper stories around this
institutional renewal.

Oh, about the title. Shortly after independence
was granted, New Labour’s economic team, flush
with power and glory, came for lunch. As part of
“modernization,” you should get rid of your stew-
ards’ 18th century livery, they said. The Bank can
be world-class without ditching all its traditions,
we responded. After all, “modern” is not quite the
right word; the two generations that refashioned
the Bank were not chasing fashion, but stability.
On that, we were all united, which was the really

big thing. [

PAUL TUCKER, author of Unelected Power, worked at the
Bank of England from 1980 to 2013.
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